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A 


Accounting income 
S corporation distributions 195 


Actuarial assumptions 

Formula to determine present values in compli- 
ance with §7520 (Notice) 16 

Tables prescribed under §7520 issued (Notice) 
16 


Administrative powers 

Broad discretion by trustee to withdraw princi- 
pal for himself after grantor’s death will not 
make trustee owner of trust where consent 
required from at least one other person who 
may also receive corpus (PLR) 6 

Power to transfer additional but substantially 
similar securities to trust for limited 90-day 
period solely for benefit of trust not a power 
to vary investments, and does not cause trust 
to be treated as association (RR) 7 

Trust is not grantor trust where grantor-trustee 
power to distribute corpus is limited by ascer- 
tainable standard, no power to add beneficiar- 
ies, and accumulated income to be paid to 
named beneficiaries in irrevocably specified 
shares on trust termination (PLR) 7 


Agents 

Life insurance trusts, whether trustee 
“deemed” agent for insured after ERTA 49 

Professional responsibility issues in planning for 
incompetent and elderly clients 142 

Where agency agreement requires bank to in- 
vest, provide investment advice, and perform 
administrative duties, and beneficiaries are 
ultimately responsible for investment deci- 
sions, bank is merely agent and no fiduciary 
duty is created for tax purposes (PLR) 7 


Agreements 
See 
—Antenuptial agreements 


Alimony and separate maintenance 
See 
—Antenuptial agreements 





Allocations 

Income in respect of decedent and net income 
over DNI, allocation to beneficiaries (PLR) 5 

Preferred and common stock, method of allocat- 
ing value in closely-held business (US TC) 
83, 86 

Reallocation during life of current income bene- 
ficiary constitutes a distribution from the 
trust to someone other than the current bene- 
ficiary, disqualifying trust as QSST (RR) 7 


Annual gift tax exclusion 

Donor entitled to exclusion since trustee re- 
quired to give immediate notice of contribu- 
tions and beneficiaries given adequate time to 
exercise right of withdrawal (PLR) 225 

Lifetime gift from revocable trust in annual ex- 
clusion amount treated as relinquishment of 
power to alter, revoke, or amend trust, thus 
gift included in gross estate (TAM) 169 


Annuities 
Non-citizen spouses, technical corrections to 
1988 estate tax rules 13 


Antenuptial agreements 

Arguments to defeat agreements 95 

Benefits and problems 93 

Changed circumstances justifying reformation 
96 

Confidential relationship concept justifying re- 
view 96 

Drafting considerations 101 

Estate planning considerations 94 

Fraud and unconscionability in voiding con- 
tracts 96 

Historical background 94 

Inducement theory 94 

Modern judicial review 98 

Procedural fairness superseding “second look” 
doctrine 96 

Property rights on death compared to rights on 
divorce, enforceability 94 

“Second look” doctrine 93, 96, 100 

Support obligation 94 

Uniform Premarital Agreement Act 101 


Antifraud 
Antenuptial agreements, fraud justifying avoid- 
ance 96 





Appreciated property 

See also 

—Estate freezes 

‘Disproportionate appreciation” 
§2036(c) (Notice) 23, 112 

Estate freeze guidance under §2036(c) (No- 
tice) 21, 108, 112 

Transfer of nonvoting common stock and reten- 
tion of voting common stock not a transfer of 
disproportionately large share of right to fu- 
ture appreciation (PLRs) 154 


under 


Art objects 


Grantor retained income trust funded by works 
of art not subject to §2036(c) (PLR) 78 


Ascertainable standard exclusion 

Co-trustees’ ability to invade trust principal and 
income for their own support and mainte- 
nance as well as for education of issue was 
power limited by an ascertainable standard 
and therefore not a general power of appoint- 
ment (PLR) 12 

Sole trustee-principal lifetime beneficiary with 
power to invade principal for health and sup- 
port in accordance with accustomed standard 
of living plus discretionary power to advance 
principal to children has power of appoint- 
ment limited by an ascertainable standard 
(PLR) 12 


Assignment of income doctrine 

Charitable gift of stock after dividend declared 
but prior to payment, and subsequent repur- 
chase, income not taxed under doctrine (CA 
5) 4 


Associations 

Power to transfer additional, but substantially 
similar, securities to trust for limited 90-day 
period solely for benefit of trust is not power 
to vary investments, and does not cause trust 
to be treated as association (RR) 7 

Trust which has associates and business purpose 
will be taxable as an association if it has a 
majority of four remaining characteristics of 
an association (PLR) 8 
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Attorneys 

See also 

—Fiduciary responsibility 143 

—Power of attorney 

—Professional responsibility 

ABA Model Code of Professional Responsibili- 
ty and Model Rules of Professional Conduct 
143 

Duties owed to client in context of incompe- 
tence 148 

Professional responsibility issues in planning for 
incompetent and elderly clients 142 


Attorney’s fees 

Court awards attorney’s fees and litigation costs 
where IRS opposed allowance of marital de- 
duction (DC NInd) 226 


Bankruptcy 

Entity created under reorganization functions 
like an estate and is taxable as an estate un- 
der §641 (PLR) 4 

Qualified fixed payments (QFPs) under pro- 
posed §2701 valuation rules 128 


Banks 

Environmental risk minimization programs 58 

Liability for tax, interest, and penalties assessed 
personally against executor bank which had 
distributed assets while knowing of liability 
(US TC) 16 7 


Beneficiaries 

Corpus distribution during life of current in- 
come beneficiary to successor beneficiary con- 
stitutes a distribution from the QSST to 
someone other than current income benefi- 
ciary, disqualifying trust as QSST (RR) 7 

Environmental liability 58 

Income of trust established under medical mal- 
practice settlement to provide for medical ex- 
penses is not taxable to beneficiary since pay- 
ments are personal injury damages (PLR) 6 

Innocent landowner or purchaser defense, 
CERCLA claims 55 

Single income beneficiary rule for S corporation 
stock in trust 191 

Stub income may be paid to level of beneficiar- 
ies after surviving spouse of trust without af- 
fecting QTIP qualification; Howard Estate 
reversed (CA 9) 185 

Trust fails to meet requirement that principal 
distributions are precluded to anyone other 
than the current income beneficiary during 
his or her lifetime since it may cease to hold 
stock during one beneficiary’s lifetime and 
make equal distributions to the current and 
successive income beneficiaries (RR) 7 


Bequests 

Residuary marital trust followed by pecuniary 
bequest valued at date of distribution satis- 
fied §2056(b)(5) requirements (RR) 75 


Blind trusts 
Grantor trust treatment qualifies blind trust as 
S corporation shareholder 223 


Buy-sell agreements 

Estate freeze safe harbor 117 

Hallmark stock valued at adjusted book value, 
buy-sell agreement enforceable and not mere- 
ly estate planning device (US TC) 8 

Mandatory purchase of stock under buy-sell 
agreement at death of other stockholder, cor- 
poration’s redemption of widow’s stock is con- 





structive dividend to surviving shareholder 
(US TCM)) 4 


Cc 


CERCLA 

See 

—Comprehensive Environmental Response 
Compensation and Liability Act of 1980 
(CERCLA) 

—Environmental liability 


Charitable contributions 

Closely-held corporation stock which declined 
in value following charitable contribution 
held not worthless security (US ClsCt) 3 

Dividend on stock declared before gift and paid 
after gift is taxable to owner as of record date 
(US TC) 4 

Medical research organization qualification 31 

Revocable trust formed to make collective char- 
itable gifts, with grantors having power annu- 
ally to revoke interest in trust, is grantor trust 
with multiple grantors taxed as owners 
(PLR) 7 


Charitable estate tax deduction 

Bona fide settlement after will contest results in 
deductible bequest to charity (RR) 12 

Deduction denial upheld where dropping of or- 
ganization from list of exempt organizations 
in Pub. 78 was sufficient notice of revocation, 
publication of official notice of revocation was 
unnecessary (US TC) 12 

Qualified domestic trust charitable remainder 
not deductible under §2056A (PLR) 14 


Charitable income tax deduction 

Auditing and training by Church of Scientology 
constitutes consideration for payments by 
members, payments not deductible (US 
SupCt) 3 


Charitable organizations 

Annuity owed by charitable remainder annuity 
trust cannot be guaranteed by charity (PLR) 
222 

Trustee’s commingling of assets of charitable 
remainder trusts and pooled income fund to 
achieve administrative savings and better in- 
vestment returns will not result in disqualifi- 
cation under §664(d) or §642(c)(5) if sepa- 
rate records are kept (PLR) 4 


Charitable remainder trusts 

Annuity owed by charitable remainder annuity 
trust cannot be guaranteed by charity (PLR) 
222 

Change in valuation date of charitable remain- 
der unitrusts to first day of calendar year 
approved (PLR) 6 

Commingling of assets of charitable remainder 
trusts and pooled income fund to achieve ad- 
ministrative savings and better investment re- 
turns will not result in disqualification under 
§664(d) or §642(c)(5) if separate records are 
kept (PLR) 4 

Funding with mortgaged real estate defeats 
qualified charitable remainder trust under 
§664 (PLR) 158 

IRS payment of interest on refunds under char- 
itable remainder trust reformation rules not 
prohibited (CA FC) 12 

PLRs will no longer be issued by IRS on qualifi- 
cation of inter vivos CRTs following publica- 
tion of sample unitrust and annuity trust 
form (RP) 5 





Sample form of declaration providing for pay- 
ment of unitrust or annuity amount for one 
life (RP) 5 

Trustee discretion to substitute charitable bene- 
ficiary upon death of non-charitable benefi- 
ciary-grantor does not disqualify trust (PLR) 
6 

Unitrust could not qualify as a qualified sub- 
chapter S trust because §664 and §1361 have 
two distinct and mutually exclusive taxing 
structures (PLR) 5 


Checks 

Cashing of checks does not relate back to date 
of delivery, gift includible in gross estate (CA 
10) 157 


Churches 

Auditing and training by Church of Scientology 
consititutes consideration for payments by 
members, payments not deductible (US 
SupCt) 3 


Clear and convincing evidence 

Right to refuse medical treatment, including 
food and water, not accorded incompetent ab- 
sent clear and convincing evidence of intent 
(US SupCt) 174, 178, 179 


Clifford trusts 

See also 

—Grantor trusts 

Husband and wife deemed owners of trust and 
taxable on trust income due to sprinkling 
powers attributed to them (US TC) 6 


Closely-held corporations 

See also 

—Extension of time for payment of estate tax, 
§6166 

Allocation of value between preferred and com- 
mon stock (US TC) 83, 86, 87 

Charitable gift of stock which declined in value 
held not worthless security (US ClsCt) 3 

Dividend on stock declared before gift and paid 
after gift is taxable to owner as of record 
date; assignment of income doctrine not ap- 
plicable (CA 5) 4 

Estate freeze implications 121 

Hallmark s‘vck valued at adjusted book value, 
buy-sell «2zreement enforceable and not mere- 
ly estate planning device (US TC) 8 

Mandatory purchase of stock under buy-sell 
agreement at death of other stockholder, cor- 
poration’s redemption of widow’s stock is con- 
structive dividend to surviving stockholder 
(US TCM) 4 

Refund suit cannot be brought until entire tax 
paid, where election to pay in installments 
under §6166 disallowed and executor refused 
to pay tax (US ClsCt) 16 


Comprehensive Environmental Response Com- 
pensation and Liability Act of 1980 (CER- 
CLA) 

See also 

—Environmental liability 

Defenses 55 

Fiduciary responsibility of estates 57, 58 

Innocent landowner or purchaser defense, es- 
tate context 55, 56 

Insurance coverage 57 

State statutes parallelling CERCLA 57 


Consent to medical treatment 
See 
—Informed consent 
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Consideration 

Auditing and training by Church of Scientology 
constitutes consideration for payments by 
members, payments not deductible (US 
SupCt) 3 

Tracing to establish independent origination of 
consideration in intrafamily estate freeze 
transactions 24; (Notice) 114 


Constitutional law 

See 

—Due process 

—Privacy 

—Supreme Court of the United States 


Constructive dividends 

Redemption by corporation of decedent’s stock, 
instead of its planned purchase by surviving 
stockholder under buy-sell agreement, is con- 
structive dividend to stockholder (US TCM) 
4 


Contracts 

See 

—Antenuptial agreements 
—Consideration 
—Employment agreements 


Contribution 
Environmental cleanup, liability theory 54 


Convertible securities 
Failure to exercise stock conversion privilege 
construed as gift (US TC) 17 


Corporations 

Enterprise defined under §2036(c) (Notice) 22 

Entity definition under proposed §2701 ... 129 

Environmental cleanup exposure 58 

Estate freeze techniques prior to §2036(c) 108 

Owner of corporation stock wishing to sell stock 
for installment note incurs qualified debt ex- 
cludible from gross estate, lease on operating 
assets is retained interest in enterprise unless 
it meets arm’s-length lease exception (PLR) 
11 

Qualified fixed payments (QFPs) under pro- 
posed §2701 valuation rules 128 


Cross-purchase agreements 
See 
—Buy-sell agreements 


Crummey trusts 

Notice in writing of withdrawal rights not re- 
quired to be given to minor beneficiaries 
where withdrawal power also held by income 
beneficiary/trustee (PLR) 186 


D 


Damages 

Income of trust established under medical mal- 
practice settlement to provide for medical ex- 
penses is not taxable to beneficiary since pay- 
ments are personal injury damages (PLR) 6 


Debt/equity 

Estate freeze safe harbor for qualified debt 116; 
(PLR) 78 

Owner of corporation stock wishing to sell stock 
for installment note with fixed interest rate 
incurs qualified debt meeting valuation freeze 
exception (PLR) 11 


Decedents 
See 
—Right to die 





Decisionmakers for incompetent persons 
See 

—Guardians 

—Right to die 


Deductions 

See also 

—Charitable estate tax deduction 

—Charitable income tax deduction 

—Income in respect of decedent 

—NMarital deduction (Estate tax) 

Environmental audit and cleanup costs, estate 
tax returns 60 


Defenses 
Innocent landowner or purchaser defense, 
CERCLA claims 55, 56, 57 


Deficiencies 

Transferees not liable for additional estate tax 
deficiency assessed after assessment period 
expired and after distribution of assets to 
beneficiaries (US TC) 18 


Definitions 

Disproportionate appreciation 23 
Enterprise 11, 21, 109 

Income stream 110 

Medical research 28 

Qualified fixed payments (QFPs) 128 
Retained interests 24 

Substantial interest 23, 110 


Disabled persons 

See also 

—Guardians 

—Long-term care 

—Right to die 

ABA Model Code of Professional Responsibili- 
ty and Model Rules of Professional Conduct, 
duties owed to incompetent clients 143, 144, 
145 et seq. 

Medicaid planning 143 

Principal residence exclusion of gain from sale, 
TAMRA 1988 ... 62 

Professional responsibility issues in planning for 
incompetency 142 

Revocable inter vivos trust, principal residence 
transfer to, exclusion of gain from sale in 
event of incompetency 71 

Right to refuse medical treatment, including 
food and water, not accorded incompetent ab- 
sent clear and convincing evidence of intent 
(US SupCt) 174, 178, 179 

Surrogate decisionmakers for incompetents 176 


Disclaimers 

Beneficiary not a qualified heir, who disclaimed 
interest in trust, had no concurrent income 
interest or power of appointment to invalidate 
election; special use valuation for 98 percent 
of value of farm allowed (CA 4) 9 

Direct skip treatment for disclaimer, but trust 
for each descendant met requirements of 
GSST $2 million exemption for transfers 
before 1990 (PLR) 20 

Nine month disclaimer period begins with 
death of co-tenant rather than at creation of 
joint tenancy; disclaimer valid (CA 4) 18 

Qualified partial disclaimer allowed for pension 
plan benefit (PLR) 155 

Surviving spouse may disclaim portion of elec- 
tive share 155 


Distributable net income 
Income in respect of decedent and net income 
over DNI, allocation to beneficiaries (PLR) 5 





Distributions, estates and trusts 

Delay of four and a half months in requesting 
extension for election to treat distributions to 
beneficiaries as made in prior year was unrea- 
sonably long (PLR) 5 

Election to be taxed as owner of S corporation 
trust caused pass-through of earnings and 
profits to be treated as taxable distribution to 
beneficiary (PLR) 7 

Exemption from tax under §897(e) of distribu- 
tion of U.S. real property interest by foreign 
or US. trust or estate to foreign beneficiary, 
PLRs to be issued (Ann) 7 

Reallocation during life of current income bene- 
ficiary constitutes a distribution from the 
trust to someone other than the current bene- 
ficiary, disqualifying trust as qualified S cor- 
poration trust (RR) 7 


Dividends 

See also 

—Constructive dividends 

Charitable gift of closely-held corporation stock 
after dividend declared but prior to payment, 
dividend taxed to owner as of record date 
(CA 5) 4 


Divorce and separation 
See 
—Antenuptial agreements 


Due process 
Right to refuse medical treatment is liberty in- 
terest (US SupCt) 178, 179 


Durable power of attorney 

Completed gifts made under durable power of 
attorney are excludable from D’s gross estate 
despite fact POA did not expressly authorize 
making of gifts, where state law permits at- 
torney-in-fact to make gifts if D did not need 
money for support and maintenance (US 
TCM) 11 

Financial decisionmaking for incompetents 151 

Medical decisionmaking for incompetents 150, 
151 


E 


Economic Recovery Tax Act of 1981 (ERTA) 

Fifty percent marital deduction applicable un- 
der ERTA transition rule where will provided 
bequest of share of residuary estate equal to 
maximum marital deduction under IRC ap- 
plicable to estate (CA 6) 13 

Gross estate includes life insurance proceeds on- 
ly if decedent possessed incident of ownership 
(CA 10) 79 

Life insurance trusts, “deemed” or “beamed” 
transfer rule 

—Post-ERTA 50 

—Pre-ERTA 48 

Will provision found not to be maximum mari- 
tal deduction clause subject to ERTA transi- 
tion rules (CA 8) 13 


Elderly 

See also 

—Disabled persons 

—Durable power of attorney 

—Guardians 

—Long-term care 

—Medicaid 

—Power of attorney 

Professional responsibility issues in planning for 
incompetent and elderly client 142 
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Elections 

Delay of four and a half months in requesting 
extension for election to treat distributions to 
beneficiaries as made in prior year was unrea- 
sonably long (PLR) 5 

Estate tax installment payment election under 
§6161 ineffective when made on late filed re- 
turn (US TC) 16 

Extension for election under §663(b) granted 
where trustee made prompt request upon dis- 
covering error on timely filed return (PLR) 
(PLR) 5 

Failure to file recapture agreement and notice 
of §2032A election with estate tax return 
were fatal defects in election process (CA 8) 
9 

Pass-through of S corporation’s earnings and 
profits treatment as taxable distribution to 
beneficiary caused by election to be taxed as 
owner of trust (PLR) 7 


Elective share 

Estate tax marital deduction not affected by 
elective share after renunciation of will con- 
taining lifetime income interest in inter-vivos 
trust (US TC) 13 

Qualified disclaimer rules in context of elective 
share (RR) 155 


Employment agreements 
Estate freeze safe harbor under §2036(c) 118 


Environmental liability 

“All appropriate inquiry” requirement of inno- 
cent landowner defense 57 

CERCLA 54 

Deductibility of audit and cleanup costs, estate 
tax return 60 

Defenses under CERCLA 55 

Fair market value reduction for cleanup costs, 
estate tax return 59 

Fiduciary’s responsibility for environmental au- 
dit 57, 58 

Innocent landowner or purchaser defense under 
CERCLA 55, 56 

Insurance coverage 57 

State statutes parallelling CERCLA 57 

Theories of liability under federal and state law 
54, 57 

Valuation of property subject to liability 59 


Equitable recoupment 

Executor’s offset against income tax deficiency 
for gift taxes paid on gift from residuary ben- 
eficiary sustained (CA 6) 19 


ESOPs (Employee Stock Ownership Plans) 

Repeal of §2057, deduction for proceeds from 
sale of securities to ESOPs, for estates of 
decedents dying after 12/19/89 ... 15 


Estate freezes 

See also 

—Qualified fixed payments (QFPs) 

—Valuation 

Bona fide sales exception 114 

Buy-sell agreements, §2036(c) safe harbor 117 

Closely-held businesses 121 

Correction period to avoid application of 
§2036(c) 114 

Definitions under §2036(c) (Notice) 21 

“Disproportionate appreciation’’ under 
§2036(c) (Notice) 23, 112 

Effective date for repeal of §2036(c) 129 

Employment agreements, §2036(c) safe harbor 
118 

Enterprise defined under §2036(c) (Notice) 21, 
109 

Entity defined under proposed §2701 ... 129 





Event triggering taxation under §2036(c) and 
replacement rules 127 

Grantor retained income trust valuation under 
proposed §2701 ... 128 

Grantor retained interest trust safe harbor (No- 
tice) 25 

In effect transfers 111, 129 

Income from property as retained interest (No- 
tice) 24 

Income stream 110 

Intrafamily transfers 114 

IRS positions under §2036(c) explained (No- 
tice) 11, 108 

Lease agreements as retained interests (Notice) 
24 

Liquidation rights as retained interests (Notice) 
24 

Options as retained interests (Notice) 24 

Owner of corporation stock wishing to sell stock 
for installment note at fixed rate of interest 
incurs qualified debt meeting valuation freeze 
exception; lease on operating assets is re- 
tained interest in enterprise unless it meets 
arm’s-length lease exception (PLR) 11 

Personal use property, §2036(c) safe harbor 22, 
115 

Preferred interests, §2036(c) safe harbor 116 

Problems with §2036(c) 119 

Promissory notes as retained interest (Notice) 
24, 26 

Qualified agreements safe harbor 27 

Qualified debt, §2036(c) safe harbor 26, 78, 
116 

Qualified fixed payments (QFPs) defined 128 

Qualified trust income interests in GRITS, 
§2036(c) safe harbor 117 

Repeal of §2036(c) and replacement with gift 
tax valuation rules under proposed §2701 et 
seq. 108, 122 

Retained interests defined under §2036(c) (No- 
tice) 23, 113 

Revenue Act of 1987 ... 109 

Safe harbors, §2036(c) 25, 26, 78, 113, 115, 
116 et seq. 

—Exceptions 25 

Sale agreements as retained interests (Notice) 
24 


Same or junior class of stock, proposed §§2701 
et seq. not applicable 129 

Split purchases as transfer of disproportionate 
interest (Notice) 23 

Spousal unity rule 

Spouses, transfer of retained interests (Notice) 
25 

Stock valuation, analysis (US TC) 83, 86 

Substantial interest defined under §2036(c) 
(Notice) 23, 110 

TAMRA 1988 amendments to §2036(c) 108 

~— to establish consideration (Notice) 24, 
11 

Transfer of nonvoting common stock and reten- 
tion of voting common stock not a transfer of 
disproportionately large share of right to fu- 
ture appreciation (PLRs) 154 

Transfers affected by proposed §2701 ... 129 

Voting rights as retained interests 

—Proposed §2701, et seq. 128 

—Section 2036(c) 24 

Warrants as retained interests (Notice) 24 


Estate planning 

Antenuptial agreements 94 

Durable power of attorney in managing estate 
151 

Life insurance trusts, avoiding ““deemed” trans- 
fer characterization 52 

Professional responsibility issues in planning for 
incompetent and elderly client 142 





Unproductive S corporation stock in marital 
trusts 191 


Estate tax 

See also 

—Charitable estate tax deduction 

—Marital deduction (Estate tax) 

—Valuation 

Bracket change as result of gift tax revaluation 
165 

Disallowance of state tax credit and assessment 
against transferees sustained since claim 
against executor was speculative and distri- 
butions had rendered estate insolvent (US 
TC) 17 

Distributions to D’s widow from rollover of in- 
herited pension plans will be excluded in de- 
termining amount of excess distributions un- 
der §4980A, and for purposes of her own ad- 
ditional estate tax (PLR) 15 

Environmental cleanup costs to achieve FMV 
reduction and estate tax savings 59 

Gradow case affirmed 123 

Grantor retained income trusts, guidance 
(PLR) 37 

Interest on deficiency in interest on deferred 
estate taxes under §6166 payable at ordinary 
rates of §6601(a) (RR) 16 

Liability for tax, interest, and penalties assessed 
personally against executor which had dis- 
tributed assets while knowing of liability (US 
TC) 16 

Life insurance trusts, “deemed” or “beamed” 
transfer rule analysis 

—Post-ERTA 50 

—Pre-ERTA 48 

Minority discount not permitted where dece- 
dent gave away control 18 days before death 
(TCM) 224 

Non-citizen spouses, technical corrections to 
1988 rules 12 

Refund suit cannot be brought until entire tax 
paid where election to pay in installments un- 
der §6166 disallowed and executor refused to 
pay tax (US ClsCt) 16 

Revaluation of lifetime gifts by IRS, impact on 
estate tax 163, 164 

Terminable interest rule 192 

Transferees not liable for additional deficiency 
assessed after assessment period expired and 
after distribution of assets to beneficiaries 
(US TC) 19 

Unification of estate and gift tax 164 

Value reduction resulting in overpayment of 
tax, refund refused, overpayment charged 
against later installments (US TC) 16 


Estate tax credit for tax on prior transfers 

No eligibility by estate for credit on taxes paid 
for nonmarital trust where decedent’s interest 
in trust had no ascertainable value (PLR) 8 


Estate tax returns 

Environmental audit and cleanup costs, deduct- 
ibility 60 

Fair market value reduction and tax savings 
achieved through environmental cleanup 
costs 59 

Installment payment election under §6166 inef- 
fective when made on late filed return (US 
TC) 16 


Estates 

Entity created under bankruptcy reorganization 
functions like an estate and is taxable as an 
estate under §641 (PLR) 4 

Environmental liability 55 

Innocent landowner or purchaser defense under 
CERCLA 56 
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Euthanasia 
See 
—Right to die 


Evidence 
See 
—Clear and convincing evidence 


Excess distributions from qualified retirement 
plans excise tax, §4980A 

Distributions to D’s widow from rollover of in- 
herited pension plans will be excluded in de- 
termining amount of excess distributions un- 
der §4980A, and for purposes of her own ad- 
ditional estate tax (PLR) 15 


Exempt organizations 

Charitable deduction denied on loan portion of 
gift made by taxable organization to exempt 
organization (US TC) 4 


Extension of time for making §663(b) election 

Delay of four and a half months in requesting 
extension for election to treat distributions to 
beneficiaries as made in prior year was unrea- 
sonably long (PLR) 5 


Extension of time for payment of estate tax, 
§6166 

Disposition of farm to non-qualified heir does 
not cause acceleration of tax payments where 
proceeds reinvested in family business (RR) 
10 

Election not effective when made on late return 
(US TC) 16 

Interest on deficiency in interest on deferred 
estate taxes payable at ordinary rates of 
§6601(a) (RR) 16 

Value reduction resulting in overpayment of in- 


stallment, refund refused, overpayment 
charged against later installments (US TC) 
16 


Extraordinary medical care 
See 
—Right to die 


Farming 

See also 

—Special use real property valuation election 

Beneficiary not a qualified heir, who disclaimed 
2-percent interest in trust, had no concurrent 
income interest or power of appointment to 
invalidate §2032A election; special use valua- 
tion for 98 percent of value of farm allowed 
(CA 4) 9 

Qualified use requirements not met for special 
use valuation where material participation 
tests not met (CA 7) 9 

Recapture tax on special use valuation trig- 
gered when child of D’s sibling sold farm to 
child of D’s other sibling, since purchaser was 
not member of seller’s family (RR) 10 

Sale of farm not a disposition under accelera- 
tion of estate tax payment rules, 
§6166(g)(1)(A) (RR) 10, 16 

Special use valuation recapture tax triggered by 
sale of farm because not sold to qualified heir 
(RR) 10, 16 


Fiduciary responsibility 

Bank required by agency agreement to invest, 
provide investment advice, and perform ad- 
ministrative duties, where beneficiaries are 
ultimately responsible for investment deci- 
sions, is merely agent and no fiduciary duty is 
created for tax purposes (PLR) 7 





Environmental liability 57 


Filing of returns 

Special use real property valuation election up- 
held where evidence of filing return on time 
produced by testimony of postmistress (US 
TC) 17 


Financial planning 

Medicaid eligibility 131, 143 

Professional responsibility issues in planning for 
incompetency 142 


Foreign Investment in Real Property Tax Act of 
1980 (FIRPTA) 

Private Letter Rulings to be issued on exemp- 
tion from tax under §897(e) of distribution of 
US. real property interest by foreign or U.S. 
trust or estate to foreign beneficiary (Ann) 7 


Forms 

Generation-skipping transfer tax forms, 
706GS(D), 706GS(D-1), and 706GS(T) for 
taxable distributions and taxabale termina- 
tions issued (Ann) 157 


G 


Generation-skipping transfer tax 

Disclaimer treated as direct skip but trust for 
each descendant met requirements of $2 mil- 
lion temporary exemption for transfers before 
1990 (PLR) 20 

Filing time extended on returns for distribu- 
tions and terminations (Ann) 20 

Forms for GSTT taxable distributions and taxa- 
ble terminations released (Ann) 157 

Grantor stockholder’s acquiescence to recapital- 
ization of stock given in trust had effect of a 
taxable gift for gift and GST tax purposes 
(RR) 19 

Primary trust was skip person because all bene- 
ficiaries were skip persons, even if no income 
actually paid to grandchild of D (PLR) 20 

Proposed amendment calling for earlier distri- 
bution than existing trust makes distribution 
subject to GSTT (PLR) 20 

QTIP tax consequences (PLR) 37 

Reverse QTIP election for portion of general 
power of appointment marital trust severed 
by reformation approved (PLR) 184 

Separation of trusts pursuant to discretionary 
power to divide trusts to permit allocation of 
GSTT exemption and reverse QTIP election 
recognized (PLR) 77 

Trust funded by corporation stock was irrevoca- 
ble and not affected by reorganization to S 
corporation, but substantive changes in bene- 
ficial interests on reformation subjected it to 
GSTT (PLR) 20 


Gift tax 

See also 

—Annual gift tax exclusion 

—Estate freezes 

—Unified estate and gift tax credit 

—Valuation 

Corporate recapitalization, tax consequences 
(US TC) 39 

Estate freezes, repeal of §2036(c) and replace- 
ment with proposed §2701 gift tax valuation 
rules 108, 122, 127 

—Effective dates 129 

Executor’s offset against income tax deficiency 
for gift taxes paid on gift from residuary ben- 
eficiary sustained under equitable recoup- 
ment doctrine (CA 6) 19 

Grantor retained income trusts, guidance 
(PLR) 37 





Interest-free demand loan gift element valued 
according to rates comporting with market 
interest rates, not rate limited by state usury 
law (US TC) 18 

IRS statutory interest rate on refunds and defi- 
ciencies, not IRS actuarial table rate, used to 
value gift of interest-free demand loan (US 
TC) 18 

Partnership account gift qualifies for gift tax 
annual exclusion (DC SInd) 121 

Qualified fixed payments (QFPs) 

—Disposition 129 

—Nonpayment constituting gift under pro- 
posed §2701 ... 128 

Qualified fixed payments (QFPs), nonpayment 
constitutes gift under proposed §2701 ... 128 

Repeal of §2036(c) and replacement with valu- 
ation rules under §2701 et seq., overview of 
Ways and Means draft 127 

Request for extension of time to pay gift tax 
due to possible set aside of gifts by state court 
coupled with estate tax return constituted in- 
formal claim for refund of gift taxes halting 
statute of limitations on refund claim (CA 6) 
19 

Statute of limitations 163 

—Proposed §2701 ... 129 

Thirty-day demand power which would con- 
tinue indefinitely and lapse only when it 
could do so without creating taxable gift re- 
jected by IRS as hanging power creating a 
condition subsequent to gift transaction, pow- 
er treated as taxable gift (TAM) 18 

Unification of estate and gift tax 164 

Valuation finality pursuant to §2504(c) 164 

Valuation rules, summary 163 


Gifts 

See also 

—Interest-free loans 

Adjusted taxable gifts are valued for estate tax 
purposes on date of gift and not under special 
use valuation (US TC) 9 

Annual failure to invest grantor retained inter- 
est trust funds in assets yielding a “reason- 
able rate of return” commensurate with mar- 
ketable securities was taxable gift of a re- 
mainder interest in the unearned income 
(PLR) 18 

Bracket change in estate tax as result of revalu- 
ation of lifetime gifts 165 

Check cashing does not relate back to date of 
delivery, gift includible in gross estate (CA 
10) 157 

Completed gifts made under durable power of 
attorney are excludable from D’s gross estate 
despite fact POA did not expressly authorize 
making of gifts, where state law permits at- 
torney-in-fact to make gifts if D did not need 
money for support and maintenance (US 
TCM) 11 

Distribution to grantor of revocable trust life- 
time gift not includible in gross estate 
(TAM) 171 

Environmental liability for property acquired 
by gift 55 

Failure to exercise stock conversion privilege 
construed as gift (US TC) 17 

Grantor stockholder’s acquiescence to recapital- 
ization of stock given in trust had effect of a 
taxable gift for gift and GST tax purposes 
(RR) 17, 19 

Interest expense deduction not allowed where 
gifts were incomplete and debts invalid (US 
TCM) 3 

Partition of trust does not create taxable gift 
(PLR) 4 

Qualified fixed payments (QFPs) 

—Disposition 129 
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Gifts—Contd. 

Qualified fixed—Contd. 

—Nonpayment constituting gift 128 

Relinquishment of power to revoke, alter or 
amend trust subjecting gift to includibility 
under §2038 in gross estate 169, 170 

Request for extension of time to pay gift tax 
due to possible set aside of gifts by state court 
coupled with estate tax return constituted in- 
formal claim for refund of gift taxes halting 
statute of limitations on refund claim (CA 6) 
19 

Retention of rights constituted right to control 
beneficial enjoyment and thus caused gift in 
trust to be incomplete (PLR) 18 

Revaluation of lifetime gifts by IRS, impact on 
estate tax 163 

Revocable trust, annual exclusion gifts, relief 
from §2035(d)(2) 120 

Special use real property valuation election de- 
creasing value of gross estate, thereby reduc- 
ing marital trust and increasing nonmarital 
trust, did not constitute gift to remainder 
beneficiaries of nonmarital trust (PLR) 17 

Valuation finality pursuant to §2504(c) 164 


Gifts within three years of decedent’s death 

See also 

—Transfers within three years of death 

Constructive transfer theory continuing to be 
asserted by IRS where insured makes trans- 
fer to trust, trustee purchases policy, and in- 
sured dies within three years (PLR) 225 

“Deemed” or “beamed” transfer rule applied to 
life insurance trusts, analysis 

—Post-ERTA 50 

—Pre-ERTA 48 

Estate planning to avoid “deemed” transfer 
characterization of life insurance trust ar- 
rangement 52 

Gross estate inclusion pursuant to §2038 ... 168, 
169, 170 

Insurance proceeds excluded from gross estate 
where decedent had created irrevocable life 
insurance trust with bank as trustee and bank 
acquired policy on life of decedent, who died 
within three years (US TC) 10 

Post-1981 insurance policy purchased on life of 
owner’s mother with premiums paid by own- 
er, mother is not beamed transferor, policy 
excludable (US TCM) 11 

Revocable trusts (TAM) 40 


Grantor retained income trusts (GRITs) 

Annual failure to invest grantor retained inter- 
est trust funds in assets yielding a “reason- 
able rate of return” commensurate with mar- 
ketable securities was taxable gift of remain- 
der interest in the unearned income (PLR) 
18 

Estate freeze safe harbor under §2036(c) (No- 
tice) 25, 117 

Estate tax implications, guidance (PLR) 37 

Gift tax implications, guidance (PLR) 37 

Personal use property funding of GRIT, not 
subject to §2036(c) (PLR) 78 

Qualified fixed payments (QFPs) transfers 128 

S corporation tax implications, guidance (PLR) 
37 


Grantor trusts 

See also 

—Clifford trusts 

Beneficiary’s premature termination of pre- 
TRA °86 §673 trust in favor of more tax 
advantageous §1361(d) S corporation trust; 
trust income not taxable to grantor merely 
because termination may result in lower tax 





liability if premature reversion not reason- 
ably expected upon trust’s creation (PLR) 6 

Blind trust qualifies as S corporation sharehold- 
er by complying with grantor trust rules 223 

County, which was required under medical mal- 
practice settlement to establish trust to pro- 
vide for beneficiary’s medical expenses, is 
deemed owner of grantor trust since all in- 
come may be accumulated for reversion to 
county without consent of adverse party 
(PLR) 6 

Husband and wife deemed owners of trust and 
taxable on income from trust due to sprin- 
kling powers attributed to them (US TC) 6 

Replacement property purchased by grantor 
trust eligible for §1033 non-recognition treat- 
ment (RR) 6 

Revocable trust formed to make collective char- 
itable gifts, with grantors having power annu- 
ally to revoke interest in trust, is grantor trust 
with multiple grantors taxed as owners 
(PLR) 7 

Trust is not grantor trust where grantor-trustee 
power to distribute corpus limited by ascer- 
tainable standard, no power to add beneficiar- 
ies, and accumulated income to be paid to 
named beneficiaries in irrevocably specified 
shares on trust termination (PLR) 7 

Trustee’s broad discretion to withdraw principal 
for himself after grantor’s death will not 
make trustee owner of trust where consent 
required of at least one other person who may 
also receive corpus (PLR) 6 


Gross estate 

Distribution to grantor of revocable trust life- 
time gift not includible in gross estate 
(TAM) 171 

Gifts held completed and excludable from D’s 
gross estate where son made gifts under dura- 
ble power of attorney despite fact POA did 
not expressly authorize making of gifts, 
where state law permits attorney-in-fact to 
make gifts if D did not need money for sup- 
port and maintenance (US TCM) 11 

Insurance proceeds excluded from gross estate 
where decedent had created irrevocable life 
insurance trust with bank as trustee and bank 
acquired policy on life of decedent, who died 
within three years (US TC) 10 

Property of spouse surviving testator by 38 
hours included in survivor’s gross estate de- 
spite state law requiring devisee survive by 
120 hours because will dealt explicitly with 
common disasters (US TC) 10 

Revocable inter vivos trusts, inclusion in gross 
estate of lifetime gifts from 

—Section 2033 applicability 168, 169 

—Section 2038 applicability 169, 170 

Trustee purchase of insurance on life of grantor 
within three years of grantor’s death, pro- 
ceeds includible in gross estate (PLR) 186 


Guarantees 

Charity cannot guarantee annuity owed by 
charitable remainder annuity trust (PLR) 
222 


Guardians 

See also 

—Disabled persons 

Best interests test 177 

Refusal of medical treatment, decisionmaking 
for incompetents 176 

State interest in life outweighs right to refuse 
medical treatment on behalf of incompetent 
(Mo SupCt) 177 

Substituted judgment 176 





H 


Hanging powers 

Limitation (TAM) 48 

Thirty-day demand power which would con- 
tinue indefinitely and lapse only when it 
could do so without creating taxable gift re- 
jected by IRS as hanging power creating con- 
dition subsequent to gift transaction; gift tax 
imposed (TAM) 18 


Hazardous waste liability 

See 

—Comprehensive Environmental Response 
Compensation and Liability Act of 1980 
(CERCLA) 

—Environmental liability 


I 


Income in respect of decedent 
Allocation of IRD and net income over DNI to 
beneficiaries (PLR) 5 


Incompetency 
See 
—Disabled persons 


Individual retirement arrangements (IRAs) 

Distributions to D’s widow from rollover of in- 
herited pension plans will be excluded in de- 
termining amount of excess distributions un- 
der §4980A, and for purposes of her own ad- 
ditional estate tax (PLR) 15 

Marital deduction eligibility for IRA (PLR) 
222 

QTIP treatment allowed for IRA since all in- 
come must be paid to beneficiary at least an- 
nually and no other person has power to ap- 
point funds during lifetime (RR) 14 


Informed consent 

See also 

—Right to die 

Right to refuse medical treatment embodied in 
doctrine 175, 176, 178 


Insurance 

See also 

—Life insurance 
Environmental liability 57 


Interest 

Deduction for interest expense not allowed 
where gifts were incomplete and debts invalid 
(US TCM) 3 

Deferred estate tax on closely-held business un- 
der §6166, 4 percent rate applies to each in- 
terest payment; interest on deficiency in in- 
terest payable at ordinary rates of §6601(a) 
(RR) 16 ' 

Formula to determine present values in compli- 
ance with §7520 (Notice) 16 

IRS publication released containing tables with 
factors for one and two lives and terms cer- 
tain at interest rates ranging from 2.2 to 26 
percent 16 

Payment of interest by IRS on refunds under 
charitable remainder trust reformation rules 
not prohibited (CA FC) 12 

Retained interests, qualified fixed payments 
rates tied to market rate 128 

Valuation tables prescribed under §7520 vary- 
ing according to fluctuations in interest rates 
(Notice) 16 


Interest-free loans 
Gift element of interest-free demand loan val- 
ued according to rates comporting with mar- 
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Interest-free loans—Contd. 

Gift element—Contd. 
ket interest rates, not rate limited by state 
usury law (US TC) 18 

IRS statutory interest rate on refunds and defi- 
ciencies, not IRS actuarial table rate, used to 
value gift of interest-free demand loan (US 
TC) 18 


Intrafamily transfers 

See also 

—Estate freezes 108 

Bona fide transfer, estate freeze exception 114 
Entity defined 129 

Proposed §2701 applicability 129 


Involuntary conversions 

Grantor trust purchase of replacement proper- 
ty, property eligible for §1033 non-recogni- 
tion treatment (RR) 6 


Irrevocable inter vivos trusts 
Discretionary trusts 135, 138 


Irrevocable life insurance trusts 

Constructive transfer theory continuing to be 
asserted by IRS where insured makes trans- 
fer to trust, trustee purchases policy, and in- 
sured dies within three years (PLR) 225 

“Deemed” or “beamed” transfer rule 

—Post-ERTA 50 

—Pre-ERTA 47, 48 

Donor entitled to annual gift tax exclusion since 
trustee required to give immediate notice of 
contributions and beneficiaries given ade- 
quate notice of withdrawal (PLR) 225 

Estate planning to avoid “deemed” transfer 
characterization 52 

Trustee as “deemed” agent 49 


J 


Joint and several liability 
Environmental cleanup 54 


Jointly-owned property 

Nine month disclaimer period begins with 
death of co-tenant rather than at creation of 
joint tenancy; disclaimer valid (CA 4) 18 


L 


Leases and leaseholds 

Cash lease constituted production of passive in- 
come and terminated farm’s eligibility for 
special use valuation (US TC) 9 

Opinion letter and post-death lease were insuffi- 
cient to meet statutory requirements for evi- 
dence of cash leases for five years prior to 
death; special use valuation election denied 
(US TC) 9 

Retained interests under §2036(c) 24 

Section 2036(c) safe harbor for qualified lease 
illustrated (PLR) 78 


Life estates 
Estate freezes 112 
Terminable interest rule 192 


Life insurance 

Comparison of products 35 

Corporate-owned policy proceeds included in in- 
sured’s gross estate, despite fact insured 
ceased to be controlling shareholder (RR) 
120 

Estate freeze safe harbor under §2036(c) 22 

Gross estate includes proceeds only if decedent 
possessed incident of ownership, ERTA revi- 
sions to §2035 (CA 10) 79 





Guaranteed cash value 33 

Internal rate of return applied to premium out- 
lay 33 

Post-1981 policy purchased on life of owner’s 
mother within three years of death, with pre- 
miums paid by owner, mother is not beamed 
transferor, policy excludible from gross estate 
because purchased within three years of 
death (US TCM) 11 

Proceeds of insurance excluded from gross es- 
tate where decedent had created irrevocable 
life insurance trust with bank as trustee and 
bank acquired policy on life of decedent, who 
died within three years (US TC) 10 

Projected life expectancy 33 

Review of portfolio rates of return of insurance 
company 33 

Trustee purchase of insurance on life of grantor 
within three years of grantor’s death, pro- 
ceeds includible in gross estate (PLR) 186 

Universal life policies 34 


Life insurance trusts 
See 
—lIrrevocable life insurance trusts 


Limitations period 
See 
—Statute of limitations 


Liquidations, corporate 

Control exerted by shareholders on liquidation 
issue, effect on valuation of stock (US TC) 84 

Liquidating rights as retained interests under 
§2036(c) 24 


Liquidations, partnership 
Liquidating rights as retained interests under 
§2036(c) 24 


Living wills 

Right to refuse medical treatment, including 
food and water, not accorded incompetent ab- 
sent compliance with living will statute (Mo 
SupCt) 175 

Statutes exempt food and water from proce- 
dures that can be removed 176 


Loans 

See also 

—Interest-free loans 

Pooled income fund making loans to public 
charity which is its trustee, not self-dealing 
subject to excise tax (PLR) 4 


Long-term care 

See also 

—Elderly 

—Medicaid 

Medicaid planning 131, 141 


M 


Marital deduction (Estate tax) 

See also 

—Qualified terminable interest property 

—Qualified terminable interest property 
(QTIP) trusts 

Attorney’s fees and litigation costs awarded 
where IRS opposed allowance of marital de- 
duction (DC NInd) 226 

Charitable remainder of qualified domestic 
trust not deductible under §2056A (PLR) 14 

Disallowance of deduction where although H 
had a general power of appointment, there 
was no absolute lifetime income interest 
(TAM) 15 

Election of nonmarital share as QTIP condition- 
al on application of ERTA transition rule was 





proper and unequivocal because it depended 
on fact establishable on date of death (TAM) 
14 

Fifty-percent marital deduction applicable un- 
der ERTA transition rule where will provided 
bequest of share of residuary estate equal to 
maximum marital deduction under IRC ap- 
plicable to estate (CA 6) 13 

Individual retirement arrangement eligible for 
marital deduction (PLR) 222 

Non-citizen spouses 12 

Provision that life estate terminated for failure 
to pay property taxes and similar costs does 
not render life estate unqualified for marital 
deduction since H already had obligation to 
pay same under deed of trust (US TC) 14 

Special settlement procedure for cases similar 
to Howard Estate (Notice) 14; relief extend- 
ed through 1990 (Notice) 185 

Spouse’s right to appoint to self or anyone else 
the greater of $5,000 or 5 percent of fair 
market value of trust’s net principal is gener- 
al power of appointment; marital deduction 
allowed (TAM) 14 

Unlimited marital deduction allowed where D’s 
intent to minimize estate taxes is clearly ex- 
pressed by grant of lesser of maximum mari- 
tal deduction or amount required to produce 
no estate taxes (CA 10) 13 

Use of date-of-distribution values of closely held 
stock to fund non-marital trust and marital 
trust did not render marital trust non-deduc- 
tibly terminable (TAM) 15 

Valuation of stock, for computation of marital 
deduction, termed reasonable (US TC) 84 

Will authorizing invasion of principal for emer- 
gency needs of “‘any beneficiaries” of trust 
disqualifies trust as deductible QTIP (US 
TC) 14 


Marital deduction trusts 

See also 

—Marital power of appointment trusts 

—Productivity requirement of marital deduc- 
tion trusts 

—Qualified terminable interest property 
(QTIP) trusts 

Date-of-distribution values of closely held stock 
to fund nonmarital trust and marital trust did 
not render marital trust nondeductibly termi- 
nable (TAM) 15 

Estate tax deduction not allowed where power 
of appointment trust did not qualify because 
power not exercisable “‘alone and in all 
events” and no QTIP election made (TAM) 
15 

Pecuniary bequest, following residuary marital 
trust, valued at date of distribution satisfied 
§2056(b)(5) requirements (RR) 75 

Productivity requirement 193 

QTIP deduction allowed as to one-third of trust 
required to be paid to widow at specified date 
during children’s minority, but not as to bal- 
ance that could be paid in discretionary dis- 
tributions after children reached majority 
(TAM) 15 

Remand of case for admission of evidence on 
scrivener’s error justifying reformation of 
trust to contain general power of appointment 
(CA 7) 13 

Single income beneficiary rule for S corporation 
stock in trust 191 

Special use real property valuation election de- 
creasing value of gross estate, thereby reduc- 
ing marital trust and increasing nonmarital 
trust did not constitute gift to remainder ben- 
eficiaries of nonmarital trust (PLR) 17 

Terminable interest rule 192 
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Marital deduction—Contd. 
Unproductive S corporation stock in marital 
trusts 191 


Marital power of appointment trusts 

See also 

—Productivity requirement of marital deduc- 
tion trusts 

—Qualified terminable interest property 
(QTIP) trusts 

Single income beneficiary rule for S corporation 
stock in trust 191 


Marriage 
See 
—Antenuptial agreements 


Material participation 

Cash lease constituted production of passive in- 
come and terminated farm’s eligibility for 
special use valuation (US TC) 9 

Farm not qualified for special use valuation 
where material participation tests not met 
(CA 7) 9 


Medicaid 

See also 

—Long-term care 

Categorically needy 132 

Conversion of assets 138 

Deeming rules 133 

Discretionary trusts 135, 138 

Disinheriting Medicaid applicant 138 

Eligibility, planning 131, 132, 133 

Family home significance in eligibilty planning 
137 

Income eligibility 132 

Maximizing financial resources 

Medically needy defined 132 

Professional responsibility considerations in 
Medicaid planning 143 

Resource eligibility 132 

Section 209(b) states 132 

Spend-down method of eligibility 132 

Spouse exemption from lookback rule 134 

Transfers 133, 138 


Medical ethics 
See 
—Right to die 


Medical research organizations 

Active conduct requirement, public charity 
qualification 29 

Application for recognition of exempt status 32 

Charitable contributions expenditure for active 
conduct of medical research 31 

Expenditure of assets or endowment require- 
ments 30 

In conjunction with a hospital requirement, 
public charity qualification 29 

“Medical research” 28 

Organizational document, drafting considera- 
tions 31 

Organizational period 30 

Private foundations comparison 28 


Minority discounts 

Decedent’s giving away control 18 days before 
death leads Tax Court to refuse to permit 
minority discount (TCM) 224 


Mortgages 

Charitable remainder trust funded with mort- 
gaged real estate not qualified charitable re- 
mainder trust under §664 (PLR) 158 





N 


Non-citizen spouses 
Estate tax liability, RRA 1989 amendments 12 


Non-recognition transactions 

See also 

—lInvoluntary conversions 

Exemption from tax under §897(e) of distribu- 
tion of U.S. real property interest by foreign 
or U.S. trust or estate to foreign beneficiary, 
PLRs to be issued (Ann) 7 


Non-resident aliens 
See 
—Non-citizen spouses 


Notice 

Crummey trust withdrawal rights, notice not 
required to be given to minor beneficiaries 
where withdrawal power also held by income 
beneficiary/trustee (PLR) 186 

Donor entitled to annual gift tax exclusion since 
trustee required to give immediate notice of 
contributions and beneficiaries given ade- 
quate notice of withdrawal (PLR) 225 


Nuisances 
Environmental cleanup, liability theory 54, 57 


Nursing home care 
See 
—Long-term care 


O 


Options 
Retained interests under §2036(c) 24 


P 


Partitions 
Taxable gift not created by partition of trust 
(PLR) 4 


Partnerships 

“Enterprise” under §2036(c) (Notice) 22 

Entity definition under proposed §2701 ... 129 

Estate freeze techniques prior to §2036(c) 108 

Gift from capital account qualifies for gift tax 
annual exclusion (DC SInd) 121 

“In effect transfer,” estate freezes 111 

Qualified fixed payments (QFPs) valuation 128 

Trust which has associates and business purpose 
will be taxed as an association if it has a 
majority of four remaining characteristics of 
an association; otherwise it will be taxed as a 
partnership (PLR) 8 


Passive income 

Cash lease constituted production of passive in- 
come and terminated farm’s eligibility for 
special use valuation (US TC) 9 


Penalties 

Liability for estate tax penalties assessed per- 
sonally against executor which had distribut- 
ed assets while knowing of liability (US TC) 
16 


Pension plans 

See also 

—Excess distributions from qualified retire- 
ment plans excise tax, §4980A 

—lIndividual retirement arrangements (IRAs) 

Distributions to D’s widow from rollover of in- 
herited pension plans will be excluded in de- 
termining amount of excess distributions un- 





der §4980A, and for purposes of her own ad- 
ditional estate tax (PLR) 15 

Qualified partial disclaimer allowed for pension 
plan benefit (PLR) 155 


Personal injury 
Environmental cleanup, liability theory 54 


Personal property 
“Enterprise” definition under §2036(c) ex- 
cludes personal use property (Notice) 22 


Personal residence 
Estate freeze safe harbor 
—Proposed §2701 ... 129 
—Section 2036(c) 22 


Personal use property 
Estate freeze safe harbor 116 


Pooled income funds 

Loans from PIF to public charity which is its 
trustee are not acts of self-dealing subject to 
excise tax (PLR) 4 

Trustee’s commingling of assets of charitable 
remainder trusts and pooled income fund to 
achieve administrative savings and better in- 
vestment returns will not result in disqualifi- 
cation under §664(d) or §642(c)(5) if sepa- 
rate records are kept (PLR) 4 


Power of attorney 

See also 

—Durable power of attorney 
Incompetency, planning 142 


Powers of appointment 

See also 

—RMarital deduction (Estate tax) 

—Marital deduction trusts 

Co-trustees’ ability to invade trust principal and 
income for their own support and mainte- 
nance as well as for education of issue was 
power limited by ascertainable standard and 
not general power of appointment (PLR) 12 

Estate tax deduction not allowed where power 
of appointment trust did not qualify because 
power not exercisable “alone and in all 
events” and no QTIP election made (TAM) 
15 

Exclusion of gain on sale of principal residence, 
effect of power in claiming 68 

General power of appointment not held by 
trustee who had power to make withdrawals 
of principal for special needs of children, but 
not regular support needs (PLR) 186 

Incompetency, relevance for determining ex- 
ercisability 71 

Inter vivos general power of appointment does 
not disqualify QTIP (TAM) 36 

Marital deduction allowed where spouse’s right 
to appoint to self or anyone else the greater of 
$5,000 or 5 percent of fair market value of 
trust’s net principal since power is general 
power of appointment (TAM) 14 

Marital deduction disallowed where although H 
had a general power of appointment, there 
was no absolute lifetime income interest 
(TAM) 15 

Medicaid planning 140 

Remand for admission of evidence on scriven- 
er’s error justifying reformation of marital 
deduction trust to contain general power of 
appointment (CA 7) 13 

Sole trustee-principal lifetime beneficiary with 
power to invade principal for health and sup- 
port in accordance with accustomed standard 
of living and discretionary power to advance 
principal to children has power of appoint- 
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Powers of—Contd. 

Sole trustee-principal—Contd. 
ment limited by an ascertainable standard 
(PLR) 12 

Stub income may be paid to level of beneficiar- 
ies after surviving spouse of trust without af- 
fecting QTIP qualification; Howard Estate 
reversed (CA 9) 185 

Thirty-day demand power which would con- 
tinue indefinitely and lapse only when it 
could do so without creating taxable gift re- 
jected by IRS as hanging power creating a 
condition subsequent to gift transaction, pow- 
er treated as taxable gift (TAM) 18 


Principal residence 

See also 

—Personal residence 

Exclusion of gain from sale in event of incompe- 
tency, TAMRA 1988 provisions 62 

“Ownership” meaning in context of revocable 
inter vivos trusts 66 

Powers of appointment, effect on ownership for 
purposes of §121 ... 68 

Revocable inter vivos trust, transfer to, exclu- 
sion of gain from sale in event of incompeten- 
cy 71 

Section 121, historical overview 64 


Privacy 

Missouri constitution does not contain broad 
right of privacy (Mo SupCt) 175, 177 

Rationale for right of competent persons to re- 
fuse medical treatment 175 


Private Letter Rulings 
Exemption from tax under §897(e) of distribu- 
tion of U.S. real property interest by foreign 


or USS. trust or estate to foreign beneficiary, 
PLRs to be issued (Ann) 7 

Inter vivos charitable remainder trusts qualifi- 
cation, PLRs no longer issued following pub- 
lication of sample unitrust and annuity trust 
form (RP) 5 


Probate 
Inter vivos revocable trusts as will substitutes to 
avoid delay in probate 168 


Procedure 
See 
—Statute of limitations 


Productivity requirement of marital deduction 
trusts 

Federal law requirments 193 

Funding with non-S stock assets to alleviate pro- 
ductivity problem 196 

Local law lack of productivity remedies 194 

Mandatory sale of S stock 196 

S stock funding, drafting considerations 197 

Sale of non-S stock assets 196 

Unproductive S stock in marital trusts 191 


Professional responsibility 

See also 

—Fiduciary responsibility 

ABA Model Code of Professional Responsibili- 
ty and Model Rules of Professional Conduct 
143, 144, 145 et seq. 

Competence 149 

Confidentiality 148 

Duties owed 143, 148 

Incompetency, planning issues 142 

Loyalty 148 

Maximizing financial resources v. fraud in 
Medicaid planning 152 

Medicaid planning 143 





Medical decisionmaking for incompetents and 
elderly 150 


Promissory notes 
Retained interests under §2036(c) 24 


Property taxes 

Multiple factor method of determining special 
use valuation; all five factors, not just local 
property tax assessments, must be used in 
valuation (RR) 10 


Public charities 

Loans from pooled income fund to public chari- 
ty which is its trustee are not acts of self- 
dealing subject to excise tax (PLR) 4 

Medical research organization qualification 28 


Publications 

**2036(c) is Only a Skirmish: The War Involves 
Valuation,” Trusts and Estates 80 

“Actuarial Values Alpha Volume,” IRS Publi- 
cation 1457 ... 16 

“Actuarial Values Beta Volume,” IRS 16 

“Advance Health Care Planning: Filling the 
Void,” Probate and Property 187 

“Are You Using the ‘Wrong’ Tax Apportion- 
ment Clause?” Probate and Property 41 

“Art Law: The Guide for Collectors, Investors, 
Dealers, and Artists,” Practicing Law Insti- 
tute 159 

“Avoiding Malpractice Suits: Some Sound Ad- 
vice,” Trusts and Estates 159 

“Charitable Giving and Estate Planning,” New 
York University 187 

“Charitable Giving for the Uncharitable to 
Fund College Education,” Taxes 42 

“Charitable Remainder Trusts May be More 
Advantageous than a Qualified Plan,” Estate 
Planning 159 

“Creating Order Out of Chaos: Should You 
Computerize Your Will and Trust Invento- 
ry?” Probate & Property 160 

“Current Developments in Planning and Draft- 
ing Irrevocable Life Insurance Trusts,” New 
York University 187 

“Discounting the Value of Undivided Interests 
in Realty,” Journal of Taxation 80 

“Distributions From Qualified Plans: A State 
Survey,” University of Miami 227 

“Estate Planning for the S Corporation Share- 
holder,” New York University 187 

“Expenditure Responsibility Is Alive and Well 
Says Tax Court,” Trusts and Estates 188 

“Exploring Section 1015 and Related Topics,” 
The Tax Lawyer 159 

“Formulas, Savings Clauses and Statements of 
Intent,” University of Miami 227 

“Generation Skipping Transfers,” U.S. Trust — 
Practical Drafting 80 

“Guidelines to Tax Practice Second,” The Tax 
Lawyer 160 

“Inter Vivos Marital Gifts,” Probate Practice 
41 

“Irrevocable Life Insurance Trusts Still Have 
Planning Possibilities after AMKA,” Journal 
of Taxation 41 

“IRS Position on Transfer-Leasebacks Raises 
New Section 2036(c) Concern,” Taxation of 
Estates and Trusts 159 

“Million Dollar Question Under the Genera- 
tion-Skipping Transfer Tax,” University of 
Miami 227 

“Minority and Marketability Discounts: Are 
you Taking Enough,” Probate and Property 
80 

“Modified Endowment Contract Rules Will Re- 
strict Much, But Not All, Insurance Plan- 
ning,” Journal of Taxation 41 





“Now You See It Now You Don’t — Valuation 
Conundrums in Estate Planning,” University 
of Miami 227 

“Planning for the Client Who Owns Unproduc- 
tive Property,” Journal of Taxation 188 

“Post-mortem Planning Tools Available for S 
Corporation,” Estate Planning 80 

“Putting Revocable Trusts in Their Place,” 
Trusts and Estates 227 

“QTIP Election Versus the Credit for Tax on 
Prior Transfers,” Probate and Property 187 

“Repercussions of Gifts under Powers of Attor- 
ney — The Ripple Effect,” Probate and Prop- 
erty 41 

“Rule Against Perpetuities and the Generation- 
Skipping Tax: Do We Need Both,” Villanova 
Law Review 187 

“Section 2036(c): Comments on IRS Notice 
89-99,” Probate & Property 159 

“Some New Opportunities In Transfers to 
Grandchildren,” Trusts and Estates 188 

“Taking a Look at the Pluses and Minuses of 
the Practice,” Trusts and Estates 80 

“Timing of Distributions is Vital When a Client 
has Large Retirement Plan Assets,” Estate 
Planning 159 

“U.S. Estate and Gift Taxation of the Non- 
Resident Alien with Property in the United 
States,” University of Miami 227 

“Useful Flexibility Or Fatal Flaw? Discretion 
Over Marital Trusts,” Probate & Property 
227 

“Using Special Powers in Medicaid Trusts,” 
Probate and Property 80 


Q 


Qualified domestic trusts 

Charitable remainder not deductible under 
§2056A (PLR) 14 

Non-citizen spouses, technical corrections to 
1988 rules 12 


Qualified fixed payments (QFPs) 

Definition 128 

Transfer of rights to QFPs, gift tax treatment 
129 


Qualified retirement plans 

See 

—Annuities 

—Excess distributions from qualified retire- 
ment plans excise tax, §4980A 

—lIndividual retirement arrangements (IRAs) 


Qualified subchapter S trusts 

Charitable remainder unitrust cannot qualify as 
QSST because §664 and §1361 have distinct 
and mutually exclusive taxing structures 
(PLR) 5 

Election to be taxed as owner of trust caused 
pass-through of S corporation’s earnings and 
profits to be treated as taxable distribution to 
beneficiary (PLR) 7 

Reallocation during life of current income bene- 
ficiary constitutes distribution from trust to 
someone other than current beneficiary, dis- 
qualifying trust as QSST (RR) 7 

Spendthrift provision ambiguity interpreted to 
uphold QSST limitation on distributions of 
income and principal 75 

Trust fails to meet requirement that principal 
distributions are precluded to anyone other 
than the current income beneficiary during 
his or her lifetime since it may cease to hold 
stock during one beneficiary’s lifetime and 
make equal distributions to the current and 
successive income beneficiaries (RR) 7 
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Qualified subchapter—Contd. 

Where beneficiary prematurely terminated pre- 
TRA °86 §673 trust in favor of more tax 
advantageous §1361(d) S corporation trust, 
trust income is not taxable to grantor merely 
because termination may result in lower tax 
liability if premature reversion not reason- 
ably expected upon trust’s creation (PLR) 6 


Qualified terminable interest property 

Date-of-distribution values of closely held stock 
to fund non-marital trust and mariiai trust 
did not render marital trust non-deductibly 
terminable (TAM) 15 

Deduction for QTIP allowed as to one-third of 
trust required to be paid to widow at a speci- 
fied date, but not as to balance that could be 
paid in discretionary distributions after chil- 
dren reached majority (TAM) 15 

Election of non-marital share as QTIP condi- 
tional on application of ERTA transition rule 
was proper and unequivocal because it de- 
pended on fact establishable on date of death 
(TAM) 14 

Estate tax deduction not allowed where power 
of appointment trust did not qualify because 
power not exercisable “alone and in all 
events” and no QTIP election made (TAM) 
15 

Gift, estate and generation-skipping transfer 
tax consequences 37 

Inter vivos general power of appointment does 
not disqualify QTIP (TAM) 36 

IRA treated as QTIP since all income must be 
paid to beneficiary at least annually and no 
other person has power to appoint funds dur- 
ing lifetime (RR) 14 

Lapsing withdrawal power over QTIP trust pre- 
vents trust property from being included in 
estate of surviving donor-spouse where spouse 
has income interest following income interest 
of beneficiary-spouse (PLR) 184 

Pecuniary bequest, following residuary marital 
trust, valued at date of distribution satisfied 
§2056(b)(5) requirements (RR) 75 

Provision that life estate terminated for failure 
to pay property taxes and similar costs does 
not render life estate unqualified for marital 
deduction since H already had obligation to 
pay same under deed of trust (US TC) 14 

Reverse QTIP election for portion of general 
power of appointment marital trust severed 
by reformation approved (PLR) 184 

Separation of trusts pursuant to discretionary 
power to divide trusts to permit allocation of 
GSTT exemption and reverse QTIP election 
recognized (PLR) 77 

Special settlement procedure for cases similar 
to Howard Estate (Notice) 14; relief extend- 
ed through 1990 (Notice) 185 

Spouse entitlement to all income, requirement 
examined in context of legal life estate 
(TAM) 75 

Spouse’s right to appoint to self or anyone else 
the greater of $5.96 or 5 percent of fair 
market value of trust’s net principal is gener- 
al power of appointment; marital deduction 
allowed (TAM) 14 

Stub income may be paid to next level of benefi- 
ciaries of trust without affecting QTIP quali- 
fication; Howard Estate reversed (CA 9) 185 

Will authorizing invasion of principal for emer- 
gency needs of “any beneficiaries” disquali- 
fies trust as deductible QTIP (US TC) 14 


Qualified terminable interest property (QTIP) 
trusts 

See also 

—Marital power of appointment trusts 





—Productivity requirement of marital deduc- 
tion trusts 

Single income beneficiary rule for S corporation 
stock in trust 191 


R 


Real property 

Exemption from tax under §897(e) of distribu- 
tion of U.S. real property interest by foreign 
or U.S. trust or estate to foreign beneficiary, 
PLRs to be issued (Ann) 7 


Recapitalizations, corporate 

Estate freeze techniques prior to §2036(c) 108 

Gift tax consequences (US TC) 39 

Grantor stockholder’s acquiescence to recapital- 
ization of stock given in trust had effect of a 
taxable gift for gift and GST tax purposes 
(RR) 17, 19 

In effect transfer, estate freezes 111, 129 


Record date 

Dividend on stock declared before gift, and paid 
after gift, is taxable to owner as of record 
date (CA 5) 4 


Recordkeeping requirements 

Trustee’s commingling of assets of charitable 
remainder trusts and pooled income fund to 
achieve administrative savings and better in- 
vestment returns will not result in disqualifi- 
cation under §664(d) or §642(c)(5) if sepa- 
rate records are kept (PLR) 4 


Redemptions of corporate stock 

Constructive dividend results where corporate 
redemption of stock discharged surviving 
stockholder’s personal obligation under cross- 
purchase agreement to purchase decedent’s 
stock (US TCM) 4 

In effect transfer, estate freezes 111, 129 


Reformation 

Antenuptial agreements, remedy for changed 
circumstances 96 

Remand of case for admission of evidence on 
scrivener’s error justifying reformation of 
marital deduction trust to contain general 
power of appointment (CA 7) 13 

Reverse QTIP election for portion of general 
power of appointment marital trust severed 
by reformation approved (PLR) 184 

Trust funded by corporation stock was irrevoca- 
ble and not affected by reorganization to S 
corporation, but substantive changes in bene- 
ficial interests on reformation subjected it to 
GSTT (PLR) 20 


Refund litigation 

Election to pay estate tax in installments under 
§6166 disallowed and refusal by executor to 
pay tax, refund suit cannot be brought until 
entire tax paid (US ClsCt) 16 


Refunds 

IRS payment of interest on refunds under char- 
itable remainder trust reformation rules not 
prohibited (CA FC) 12 

Request for extension of time to pay gift tax 
due to possible set aside of gifts by state court 
coupled with estate tax return constituted in- 
formal claim for refund of gift taxes halting 
statute of limitations on refund claim (CA 6) 
19 

Value reduction resulting in overpayment of es- 
tate tax, refund refused, overpayment 
charged against later installments (US TC) 
16 





Refusal of medical treatment 
See 

—Informed consent 
—Right to die 


Religious organizations 
See 
—Churches 


Remainder interests 

See also 

—Grantor retained income trusts (GRITs) 

Gradow case affirmed 123 

Productivity requirement of marital deduction 
trusts 193 


Retained life estates 

See also 

—Estate freezes 

D’s retained power to require income distribu- 
tions to D and to designate receipts as either 
principal or income under pre-1931 irrevoca- 
ble trust do not constitute retained right to 
alter, amend or revoke trust or a retained life 
estate (US TC) 11 

Durable power of attorney without express au- 
thorization to make gifts does not defeat com- 
pletion of gifts and exclusion from D’s gross 
estate (US TCM) 11 

“Enterprise” defined and other interpretations 
of §2036(c) (Notice) 11 

Lease on operating assets of corporation is re- 
tained interest in enterprise unless it meets 
arm’s-length lease exception (PLR) 11 


Retirement plans 

See 

—Excess distributions from qualified retire- 
ment plans excise tax, §4980A 


Returns 

Generation-skipping transfer tax returns for dis- 
tributions and terminations, filing time ex- 
tended (Ann) 20 


Revenue Act of 1987 
Enterprise, defined 109 


Revenue Reconciliation Act of 1989 

Medicaid transfer rules 134 

Non-citizen spouses and estate tax marital de- 
duction, technical corrections to 1988 rules 
12 

Repeal of §2057, deduction for proceeds from 
sale of securities to ESOPs 15 


Revocable inter vivos trusts 

Annual exclusion gifts, relief from §2035(d)(2) 
120 

Distribution to grantor of revocable trust life- 
time gift not includible in gross estate 
(TAM) 171 

Estate freeze safe harbor under §2036(c) 22 

Gross estate inclusion of inter vivos gifts 

—Section 2033 applicability 168 

—Section 2038 applicability 169, 170 

Incompetency, relevance for determining ex- 
ercisability of powers of appointment 71 

Powers of appointment, effect on ownership in 
claiming exclusion of gain on sale of principal 
residence 68 

Principal residence transferred to trust, exclu- 
sion of gain from sale 62 

Three-year rule (TAM) 40 

Will substitutes, use as 168 


Revocable transfers 
Retained power to require income distributions 
and to designate receipts as either principal 
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Revocable transfers—Contd. 

Retained power—Contd. 
or income under pre-1931 irrevocable trust do 
not constitute retained right to alter, amend, 
or revoke trust or a retained life estate (US 
TC) 11 


Right to die 

See also 

—lInformed consent 

Bodily self-determination right 176 

Clear and convincing evidence standard 174, 
175, 178 et seq. 

Competent’s right to refuse medical treatment, 
rationale 175 

Due process liberty interest 178, 179 

Extraordinary v. ordinary medical treatment 
175 

Food and water, whether “medical treatment” 
176 

Incompetent without right to refuse medical 
treatment, including food and water, absent 
living will or clear and convincing evidence of 
intent (SupCt Mo), Missouri evidentiary 
standard upheld (US SupCt) 174, 178; dis- 
senting opinions (US SupCt) 180, 182 

Informed consent doctrine embodies right to re- 
fuse medical treatment 175 

Living wills 175, 176, 181 

Privacy right 175, 177 

State interests 176, 178, 180 

Substituted judgment 174 

Suicide, state interest in preventing, dissent in 
right to die case (US SupCt) 179 

Surrogate decisionmakers 179 


Risk management 
Environmental risk minimization programs of 
banks and trust departments 58 


S 


S corporations 

See also 

—Qualified subchapter S trusts 

Drafting considerations wher. funding marital 
deduction trusts with S stock 197 

Grantor retained income trusts (PLR) 37 

Grantor trust treatment qualifies blind trust as 
S corporation shareholder 223 

Mandatory sale of S stock to alleviate produc- 
tivity problem in marital deduction trust 196 

Productivity problems when marital deduction 
trusts hold S corporation stock 194, 195 

Single income beneficiary rule for S corporation 
stock in trust 191 

Trust funded by corporation stock was irrevoca- 
ble and not affected by reorganization to S 
corporation, but substantive changes in bene- 
ficial interests on reformation subjected it to 
GSTT (PLR) 20 


Section 2036(c) 
See 
—Estate freezes 


Sections 2701, 2702 and 2703 
See 

—Estate freezes 

—Gift tax 

—Valuation 


Securities 

Grantor stockholder’s acquiescence to recapital- 
ization of stock given in trust had effect of a 
taxable gift for gift and generation-skipping 
transfer tax purposes (RR) 17, 19 

Warrants as retained interests under §2036(c) 
24 





Self-dealing excise tax, §4941 

Loans from pooled income fund to public chari- 
ty which is its trustee are not acts of self- 
dealing subject to excise tax (PLR) 4 


Settlements 

See also 

—Antenuptial agreements 

Bona fide settlement after will contest results in 
deductible bequest to charity (RR) 12 

Income of trust established under medical mal- 
practice settlement to provide for medical ex- 
penses is not taxable to beneficiary since pay- 
ments are personal injury damages (PLR) 6 


Sole proprietorships 
“Enterprise” under §2036(c) (Notice) 22 


Special use real property valuation election 

Beneficiary not a qualified heir, who disclaimed 
interest in trust, had no concurrent income 
interest or power of appointment to invalidate 
election; special use valuation for 98 percent 
of value of farm allowed (CA 4) 9 

Cash lease constituted production of passive in- 
come and terminated farm’s eligibility for 
special use valuation (US TC) 9 

Election decreasing value of gross estate, there- 
by reducing marital trust and increasing 
nonmarital trust, did not constitute gift to 
remainder beneficiaries of nonmarital trust 
(PLR) 17 

Failure to file recapture agreement and notice 
of election with estate tax return were fatal 
defects in election process (CA 8) 9 

Farm sold to non-qualified heir and defaulted 
mortgages retired; sale is disposition trigger- 
ing recapture tax (RR) 10, 16 

Gifts includible in estate as adjusted taxable 
gifts are valued on date of gift and not under 
§2032A (US TC) 9 

Material participation tests, failure to meet ren- 
ders farm ineligible for qualified use (CA 7) 
9 

Minority discount not appropriate where special 
use valuation used since minority discounts 
are relevant only in computing stock’s fair 
market value (US TC) 9 

Multiple factor method; all five factors, not just 
local property tax assessments, must be con- 
sidered in determining value of property 
(RR) 10 

Opinion letter and post-death lease were insuff- 
cient to meet statutory requirements for evi- 
dence of cash leases for five years prior to 
death; election denied (US TC) 10 

Proof of filing return on time produced by testi- 
mony of postmistress results in election being 
upheld (US TC) 17 

Recapture tax triggered when child of D’s sib- 
ling sold farm to child of D’s other sibling 
(RR) 10 


Spendthrift clauses 

QSST ambiguity interpreted to uphold QSST 
limitations on distributions of income and 
principal 75 


Split purchases 

Estate freeze 

—Proposed §2701 treatment 129 
—Section 2036(c) treatment 23, 111, 112 


Spouses 

See also 

—Antenuptial agreements 

—Marital deduction (Estate tax) 
—Non-citizen spouses 

—Qualified terminable interest property 





Medicaid eligibility transfer rules 134 

Professional responsibility in Medicaid plan- 
ning 143, 153 

QTIP entitlement to all income, requirement 
examined in context of legal life estate 
(TAM) 75 

Surviving spouse may disclaim portion of elec- 
tive share 155 

Transfer of retained interests between spouses 
under §2036(c) 25 

Trusts, Medicaid qualifying 139 


State and local law 

Incompetent persons without right to refuse 
medical treatment absent clear and convinc- 
ing evidence of intent; Missouri standard up- 
held (US SupCt) 174 

Nevada retroactive soak-up state death tax 
ruled constitutional and eligible for §2011 
credit for state death taxes (PLR) 8 

Productivity requirement for marital deduction 
trusts 194 

Property of spouse surviving testator by 38 
hours included in survivor’s gross estate de- 
spite state law requiring devisee survive by 
120 hours because will dealt explicitly with 
common disasters (US TC) 10 

Refusal of medical treatment, state interest 176 


State death tax credit against estate tax 

Disallowance of credit and assessment against 
transferees sustained since claim against ex- 
ecutor was speculative and distributions had 
rendered estate insolvent (US TC) 17 

Nevada retroactive soak-up state death tax 
ruled constitutional and eligible for §2011 
credit for state death taxes (PLR) 8 


Statute of limitations 

Expiration of trust limitations period does not 
bar deficiency notice where limitations period 
of beneficiary’s personal return is still open 
(US TC) 8 

Gift tax 129, 163 

Request for extension of time to pay gift tax 
due to possible set aside of gifts by state court 
coupled with estate tax return constituted in- 
formal claim for refund of gift taxes halting 
statute of limitations on refund claim (CA 6) 
19 


Stock 

See also 

—Recapitalizations, corporate 

—Redemptions of corporate stock 

—Valuation 

Allocating value between preferred and com- 
mon stock in closely-held business (US TC) 
83, 86, 87 

Closely-held corporation stock which declined 
in value following charitable contribution 
held not worthless security (US ClsCt) 3 

Failure to exercise stock conversion privilege 
construed as gift (US TC) 17 

Minority discount valuation inappropriate since 
special use valuation used and minority dis- 
counts are relevant only in computing stock’s 
fair market value (US TC) 9 

Owner of corporation stock wishing to sell stock 
for installment note incurs qualified debt 
meeting valuation freeze exception (PLR) 11 


Stock purchase agreements 
See 
—Buy-sell agreements 


Strict liability 
Environmental clean-up 54, 57 
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Superfund 

See 

—Comprehensive Environmental Response 
Compensation and Liability Act of 1980 
(CERCLA) 

—Environmental liability 


Support obligation 

General power of appointment not held by 
trustee who had power to make withdrawals 
of principal for special needs of children, but 
not regular support needs (PLR) 186 


Supreme Court of the United States 

Incompetent persons without right to refuse 
medical treatment, including food and water, 
absent clear and convincing evidence of in- 
tent; Missouri standard upheld 174; dissent- 
ing opinions 180, 182 


T 


Tax brackets 
Estate tax bracket change as result of revalua- 
tion of lifetime gifts 165 


Tax credits 

Estate not eligible for credit for taxes paid on 
nonmarital trust where decedent’s interest in 
trust had no ascertainable value (PLR) 8 

Nevada retroactive soak-up state death tax 
ruled constitutional and eligible for §2011 
credit for state death taxes (PLR) 8 


Technical and Miscellaneous Revenue Act of 
1988 (TAMRA) 
Estate freezes, §2036(c), amendments 108, 109 


Terminable interests 

See 

—Marital deduction (Estate tax) 
—Qualified terminable interest property 


Toxic waste liability 

See 

—Comprehensive Environmental Response 
Compensation and Liability Act of 1980 
(CERCLA) 

—Environmental liability 


Transfers within three years of death 

See also 

—Gifts within three years of decedent’s death 

Corporate-owned policy proceeds included in in- 
sured’s gross estate (RR) 120 

Revocable trust annual exclusion gifts, relief 
from §2035(d)(2) 120 


Trespass 
Environmental cleanup, liability theory 54, 57 


Trustee 

Purchase of life insurance on life of grantor by 
trustee within three years of grantor’s death, 
proceeds includible in gross estate (PLR) 186 


Trustees 

Crummey trust withdrawal rights, notice not 
required to be given to minor beneficiaries 
where withdrawal power also held by income 
beneficiary/trustee (PLR) 186 

Discretion of trustees to substitute charitable 
beneficiary on death of non-charitable benefi- 
ciary does not disqualify charitable remain- 
der trust (PLR) 6 

General power of appointment not held by 
trustee who had power to make withdrawals 
of principal for special needs of children, but 
not regular support needs (PLR) 186 





Life insurance trusts, whether trustee 
“deemed” agent for insured after ERTA 49 

Trust is not grantor trust where grantor-trustee 
power to distribute corpus is limited by ascer- 
tainable standard, no power to add beneficiar- 
ies, and accumulated income to be paid to 
named beneficiaries in irrevocably specified 
shares on trust termination (PLR) 7 


Trusts 

See also 

—Blind trusts 

—Charitable remainder trusts 

—Clifford trusts 

—Crummey trusts 

—Distributable net income (DNI) 

—Distributions, estates and trusts 

—Generation-skipping transfer tax 

—Grantor retained income trusts (GRITS) 

—Grantor trusts 

—lIrrevocable inter vivos trusts 

—Marital deduction trusts 

—Qualified domestic trusts 

—Qualified subchapter S trusts 

—Qualified terminable interest property 
(QTIP) trusts 

—Revocable inter vivos trusts 

Characteristics of having associates and busi- 
ness purpose will render trust taxable as asso- 
ciation if it possesses a majority of four other 
characteristics of an association (PLR) 8 

Charitable remainder unitrust under §664 
could not qualify as a §1361(d)(3) trust be- 
cause §664 and §1361 have two distinct and 
mutually exclusive taxing structures (PLR) 5 

Delay of four and a half months in requesting 
extension for election to treat distributions to 
beneficiaries as made in prior year was unrea- 
sonably long (PLR) 5 

“Enterprise” under §2036(c) (Notice) 22 

Entity definition under proposed §2701 ... 129 

Environmental risk minimization programs of 
trust departments 58 

Estate freeze safe harbor under §2036(c) (No- 
tice) 22 

Extension for election under §663(b) granted 
where trustee made prompt request upon dis- 
covering error on timely filed return (PLR) 5 

Partition of trust does not create taxable gift 
(PLR) 4 

Power to transfer additional, but substantially 
similar, securities to trust for limited 90-day 
period solely for benefit of trust is not power 
to vary investments, and does not cause trust 
to be treated as association (RR) 7 

Qualified fixed payments (QFPs) 128 

Retention of rights constituted right to control 
beneficial enjoyment and thus caused gift in 
trust to be incomplete (PLR) 18 

Special settlement procedure for cases similar 
to Howard Estate (Notice) 14; relief extend- 
ed through 1990 (Notice) 185 


U 


Unified estate and gift tax credit 

Planning for S corporation stock may preclude 
placement in nonmarital trust because of uni- 
fied credit shelter limit 191 


Vv 


Valuation 

See also 

—Estate freezes 

—Qualified fixed payments (QFPs) 

Adjusted taxable gifts are valued for estate tax 
purposes on date of gift and not under special 
use valuation (US TC) 9 





Allocation of value between preferred and com- 
mon stock in closely-held business (US TC) 
83, 87 

Bracket change in estate tax as result of revalu- 
ation of lifetime gifts 165 

Closely-held corporation stock, which declined 
in value following charitable contribution, 
held not worthless security, value set by court 
(US ClsCt) 3 

Control factor, determining value of common 
and preferred stock in closely-held corpora- 
tion (US TC) 84 

Effective date for proposed repeal of §2036(c) 
129 

Environmental cleanup costs in FMV reduction 
59 

Estate freeze, preferred stock valuation analysis 
(US TC) 83, 87 

Formula to determine present values in compli- 
ance with §7520 (Notice) 16 

Gift element on an interest-free demand loan 
valued according to rates comporting with 
market interest rates, not rate limited by 
state usury law (US TC) 18 

Grantor retained income trust, proposed 
§§2701 et seq. 128 

Hallmark stock valued at adjusted book value, 
buy-sell agreement enforceable (US TC) 8 

IRS publication released containing tables with 
factors for one and two lives and terms cer- 
tain at interest rates ranging from 2.2 to 26 
percent 16 

Liquidation method of valuing preferred stock 
(US TC) 83, 89 

Minority discount valuation inappropriate since 
special use valuation used and minority dis- 
counts are relevant only in computing stock’s 
fair market value (US TC) 9 

Qualified fixed payments (QFPs) defined 128 
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